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ACTION OF THE COMMISSION
PR ESCRIBIN G T H IS SYSTE M O F A C C O U N T S
T

HE Securities and Exchange Commission, acting pursuant to the
authority granted by the Public Utility Holding Company Act o f 1935,
particularly sections 15 (a), 15 (e), 15 (i), and 20 (a) thereof and, finding
such action necessary and appropriate in the public interest and for the
protection of investors and consumers and to carry out the provisions o f
said Act, hereby adopts the following rule and the Uniform System o f
Accounts for Public Utility Holding Companies under the Public Utility
Holding Company Act of 1935, referred to in said rule and annexed thereto:
R u le 1 5 -1 0 .

Accounts and records o f certain holding companies.— (a) Except as provided in

paragraph (b) of this rule, every registered holding company, and every subsidiary com
pany thereof which is a holding company, which does not derive any revenue or income
from its own operation of utility assets or of traction, water, manufacturing or other
physical properties, except only office buildings or other similar properties which it has
acquired and operates in connection with, or as incidental to, its business as a holding
company, shall make, keep, and preserve such accounts and records as are prescribed
in, and in the manner required by, the “ Uniform System of Accounts for Public Utility
Holding Companies under the Public Utility Holding Company Act of 1935,” dated
August 8, 1936, and the “ General instructions” incorporated therein, which are annexed
to this rule and are hereinafter collectively referred to as the “ Holding Company
Accounting System.”

N o such company shall keep any other or different accounts with

respect to any subject matter covered by such Holding Company Accounting System,
provided, however, that any such company may keep—
(1) Schedules or statistical compilations, provided that the same are maintained in a
manner not inconsistent with the provisions of such Holding Company Accounting
System;
(2) Accounts or records which applicable State law shall require such company to
keep;
(3) Correspondence, memoranda, papers, books, and records, other than accounts;
and
(4) Such other accounts, records, or data as the Commission may authorize.
W ith respect to any subject matter not covered by this rule or by such Holding Com
pany Accounting System, any such company may keep or preserve such correspondence,
memoranda, papers, books, or records as it may deem appropriate.
(b) The provisions of this rule and of the Holding Company Accounting System shall
not apply to one or more trustees under a voting trust agreement who, in such capacity,
neither own nor hold any property or assets except voting securities of not more than one
other company; have no business activities other than voting on such securities, receiving
income therefrom, disbursing income among the holders of certificates of beneficial
interest in such trust and other activities ordinarily deemed incidental to a voting trust;
and have no securities outstanding except a single class of certificates of beneficial interest.
(c) As to each company which, on January 1, 1937, is a registered holding company or

a subsidiary

company of a registered holding company, to which this rule by its terms is

applicable, this rule shall become effective on said January 1, 1937.

As to every other

company included within the terms of this rule, the same shall become effective on the
first day of the second calendar month next following the date on which such company
first becomes a registered holding company or

a

subsidiary company of

a

registered

holding company.
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G E N E R A L IN S T R U C T IO N S
1. Companies for W hich This System o f Accounts is Prescribed.
This system of accounts is designed to meet the requirements of holding
companies subject to the provisions of the Public Utility Holding Company
A ct o f 1935 deriving practically all their income from dividends and
interest on investments in other companies. It does not meet the require
ments of holding companies which also directly own and operate public
utility or other property.
2. Records.
A. The books of account and other records of the company shall be so
kept as to show fully the facts pertaining to all entries in these accounts.
All such entries shall be supported by such detailed information as will
permit ready identification and analysis.
B. The books and records referred to herein include not only accounting
records in a limited technical sense, but all other records such as minute
books, stock books, reports, memoranda, etc., which may be useful in
developing the history of or facts regarding any transaction of the company
recorded in its accounts.
C . N o company shall destroy any books or records as defined in paragraph
(B) above except in accordance with such rules and regulations as the
Commission may prescribe. Unless such rules and regulations governing
the destruction of records shall have been previously prescribed, each
company shall file with the Commission within sixty (60) days after the
effective date of this system o f accounts a statement of its past practice
with reference to the destruction or other disposition o f records.
D. Accounts which are clearly summaries of other accounts or of
subaccounts provided for herein are not required to be kept in the com 
pany’s books.
E. Companies may subdivide any o f the accounts, provided such sub
divisions do not impair the integrity of the prescribed accounts. The titles
o f all subdivisions or subaccounts shall refer by number or title to the
accounts o f which they are subdivisions.
F. Clearing accounts may be kept when necessary or useful in making
the proper distribution of items to the appropriate accounts prescribed
herein, provided balances in such clearing accounts shall not be carried
forward to the next succeeding fiscal year, except insofar as they may
apply to a future accounting period.
G. As of the effective date of this system of accounts, the several accounts
prescribed herein shall be opened by transferring thereto the balances
1
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carried in the accounts maintained by the company prior to the effective
date of this system of accounts. The company is authorized to make such
subdivisions, reclassifications, or consolidations of such balances as are
necessary to meet the requirements o f this system o f accounts but is not
required, for the purposes of this instruction, 2 -G , to restate, as assets,
liabilities, reserves or suspense, items which previously have been charged
or credited to income or surplus account. Complete details o f such sub
divisions, reclassifications, and consolidations should be made a part of the
permanent records.
3. Definitions— W hen Used in This System o f Accounts.
A. “ Accounts” or “ These accounts” means the accounts in this system
o f accounts.
B. “ Actually outstanding” , as applied to certificates o f capital stock or
evidences of debt, means those which have been issued by the company
and are neither held by or for it or in its sinking or other funds.
C. “ Affiliate” o f a specified company as defined in title I, sec. 2 (a) (11),
Public Utility A ct of 1935, means—
(A ) any person that directly or indirectly owns, controls, or holds with power to vote,
5 per centum or more of the outstanding voting securities of such specified company;
(B) any company 5 per centum or more of whose outstanding voting securities are
owned, controlled, or held with power to vote, directly or indirectly, by such specified
company;
(C) any individual who is an officer or director of such specified company, or of any
company which is an affiliate thereof under clause (A ) of this paragraph; and
(D ) any person or class of persons that the Commission determines, after appropriate
notice and opportunity for hearing, to stand in such relation to such specified company
that there is liable to be such an absence of arm’s-length bargaining in transactions
between them as to make it necessary or appropriate in the public interest or for the
protection of investors or consumers that such person be subject to the obligations,
duties, and liabilities imposed in this title upon affiliates of a company.

D. “ Associate company” of a company means any company in the
same holding-company system with such company. “ H olding company
system” means a holding company with all its subsidiaries and all mutual
service companies of which such holding company or any subsidiary
company thereof is a member company.
E. “ Book cost” means the amount at which assets are recorded in the
accounts o f the company (without deduction of any related reserves or
other items).
F. “ Book liability” means the amount at which securities issued or
assumed by the company and other liability items are recorded in the
accounts o f the company.
G. “ Commission” means the Securities and Exchange Commission.
H . “ Company” or “ the company” when not otherwise indicated in the
context means the accounting company.
I. “ Debt expense” , as applied to funded debt, means all expense in
connection with the issue and sale o f evidences of debt.
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J. “ Discount” , as applied to securities issued or assumed by the com 
pany, means the excess of the par or face amount of the securities, plus
interest or dividends accrued at the date of sale, over the current money
value o f the consideration received therefor.
K . “ Premium” , as applied to securities issued or assumed by the com 
pany, means the excess of the current money value o f the consideration
received at their sale over the sum of their par or face amount and interest
or dividends accrued at the date o f the sale.
L. “ Statutory subsidiary” of a specified company means any company
10 percent or more of the outstanding voting securities of which are directly
or indirectly owned; controlled, or held with power to vote by such speci
fied company (or by a company that is a statutory subsidiary thereof),
unless the Commission has declared such company not to be a subsidiary
company thereof pursuant to section 2 (a) (8) o f the Public Utility
Holding Company A ct of 1935 or an application has been filed in good
faith for such an order and has not been acted upon by the Commission.
“ Statutory subsidiary” also includes any other company which the Com 
mission has by order declared to be a subsidiary company of such specified
company. A “ majority owned” subsidiary o f a specified company means
any company over 50 percent of the voting securities of which (other than
as affected by events of default) are directly or indirectly owned, con
trolled, or held with power to vote by such specified company (or by one
or more companies that are majority owned subsidiaries thereof).
4. Unaudited Items.
W hen the amount of any known item affecting these accounts cannot be
accurately determined in time for inclusion in the accounts of the fiscal
year in which the transaction occurs, the amount o f the item shall be
estimated and included in the proper accounts. When the item is audited,
the necessary adjustments shall be made through the accounts in which
the estimate was recorded. If, during the interval between the date of
inclusion of the item in the accounts and the date on which it is audited, a
substantial difference from the initial estimate is determined, appropriate
adjustments shall be made in the current accounts to cover such difference.
The company is not required to anticipate minor items which would not
appreciably affect these accounts.
5. Delayed Items.
A. The term “ delayed items” means items relating to transactions
which occurred before the current fiscal year but which were not recorded
in the books of accounts in such prior year. It includes adjustments of
errors in the income and expense accounts of prior years.
B. Delayed items shall be charged or credited to the same accounts
which should have been charged or credited if the items had been taken up
or adjusted in the period to which they pertained.
87891° — 3—2
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C. If the amount of any delayed item is relatively so large that its inclu
sion in the accounts for a single year would seriously distort these accounts,
the company shall distribute to surplus so much of the amount as is appli
cable to prior years. The company shall keep such records as will enable it
to furnish full particulars concerning each such item, including the accounts
and years which would have been affected and the extent to which they
would have been affected had the item not been delayed.
6. Submission o f Questions.
T o promote and maintain uniformity in accounting, the company shall
submit all questions of doubtful interpretation o f the prescribed accounting
to the Commission for consideration and decision.
7. General Structure o f Accounting System.
The accounts herein provided are embraced in the following general
groups:
Balance-sheet accounts.
Income accounts.
Surplus accounts.
The order in which the accounts are presented in this system of accounts
is not to be interpreted as indicative o f the order in which they will be
scheduled in reports to the Commission.
8. Basis o f Recording Investments on Books.
A. Investments acquired subsequent to the effective date of this system
o f accounts shall be entered in investment accounts at cost to the company,
except as provided under instruction 9, “ Investments acquired in reorgani
zation” , and retained therein at cost until sold or otherwise disposed of, or
written down or written off in accordance with provisions o f accounts herein
prescribed.
B. If the consideration given for any acquisition is other than cash, the
fair current value o f the consideration shall be deemed to be the cost o f the
investment acquired, except as provided under instruction 9, “ Investments
acquired in reorganization.”
C . In the case o f securities or other assets acquired by the accounting
company upon the merger, consolidation, liquidation, or dissolution of an
associate company in which the accounting company has an interest, the
amount entered upon the books of the accounting company in respect of
the securities or other assets thus acquired shall be such as the Commission
may approve.
9. Investments Acquired in Reorganization.
A. In case the accounting company is a company organized to effect
a continuity of interests of owners and creditors of a company involved
in receivership, bankruptcy or reorganization proceedings, under the
supervision of a court and through such proceedings has acquired (or if
it is a company reorganized in any such proceedings, from which it emerges
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as the owner of) investments of undetermined value, and at the time of
recording such investments on its books does not have a satisfactory valua
tion of the items or of some portion thereof, it may enter such investments
of undetermined value on its books at figures representing an approxima
tion or reasonable estimate o f their value, recording each item o f invest
ments separately. The amounts thus tentatively recorded should repre
sent as nearly as determinable at the time adopted the values inherent in
the investments at date of reorganization. Each of the items so recorded
shall be subject to adjustment when its value shall have been determined
satisfactorily.
B. If in the case o f investments so recorded by the company the aggre
gate thereof plus other assets acquired, exceeds the aggregate par value of
its capital stock plus its debts, an amount equal to such excess shall be set
up in account 182, “ Reserve for adjustment of assets acquired in reorgan
ization” , which reserve shall be available for adjustment o f such figures
when values are determined. When the value o f any o f the items for
adjustment o f which this reserve is available shall have been determined,
an adjustment in respect thereof shall be made by appropriate debit or
credit to the reserve account.
C. It is the intention that the reserve, so far as it is adequate, shall be
used to adjust all differences between the amount originally set up on
the books with respect to the items to which the reserve relates and values
as finally determined; and that earned surplus shall be affected only by
losses or gains clearly attributable to operations or events originating subse
quent to date of acquisition and not inherent in the investments at date of
acquisition.
D. W hen it shall have been determined that the whole, or any part, o f
the balance remaining in the account is no longer required for the aforesaid
purposes, any amount not so required may be disposed o f as the Commis
sion may approve or direct.
E. If the company has acquired investments in a reorganization sub
sequent to August 26, 1935 and prior to the effective date of this system of
accounts it may, if it so elects, conform its accounting to the provisions of
this instruction; but this instruction shall not be construed as requiring
the company to revalue investments carried in its accounts prior to the
effective date o f this system o f accounts.
10.

Securities or O ther Assets Pledged.

The company shall maintain a record of securities or other assets owned
by the company, which have been pledged by it as collateral security for
any o f its funded debt, short-term loans, or other obligations. The record
shall be kept in such manner as to show with respect to a particular obliga
tion the identity o f the securities or other assets pledged as collateral
thereto.

6
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11. Stock “ R igh ts.”
W hen the accounting com pany receives “ rights” issued by another com 
pany in respect o f stock owned by the accounting company, there shall be
assigned to such “ rights” as the cost thereof, at the date such “ rights” are
issued, an equitable portion of the book cost of the stock in respect of which
the “ rights” were issued. If the “ rights” are subsequently sold the differ
ence between the cost assigned to the “ rights” and the proceeds realized
from the sale thereof shall be disposed o f as profit or loss from sale of
investments. If the “ rights” are exercised, the cost assigned thereto as
above provided shall be assigned to the cost of the additional stock acquired
in connection with the exercise of the “ rights” .
12. Contingent Assets and Liabilities.
Contingent assets represent possible sources o f value to the company
contingent upon the fulfillment of conditions regarded as uncertain. Con
tingent liabilities include items which may, under certain conditions,
become obligations of the company, but are not direct obligations at the
date o f the balance sheet. Contingent assets and liabilities shall not be
included in the accounts herein prescribed, but such records shall be kept
as will enable the com pany to report all items o f significant amount. If,
when, and to the extent that contingent assets and liabilities become actual,
they shall be included in the appropriate accounts herein provided, prior
to which time the company’s balance sheet shall carry an appropriate
notation with reference thereto.
13. Undistributed Earnings.
After the effective date of this system of accounts, the company shall not
take up on its books in income or other accounts the undistributed earn
ings of other companies regardless o f the extent o f its ownership in, or
degree of control exercised over, such companies, except such undis
tributed earnings as may be includible in account 116, “ Dividends receiv
able.” A t the effective date o f this system o f accounts, any undistributed
earnings o f other companies then carried on the books o f the company
shall be eliminated therefrom, except as provided hereinabove.
14. Surplus.
A . After the date this system o f accounts becomes effective as to the
company, it shall maintain on its books account 190, “ Capital surplus” ,
subdivided as provided, and account 191, “ Earned surplus.” If, prior to
such date, a separation between capital surplus and earned surplus has
not been maintained, the surplus shall be segregated at that time if practi
cable, unless includible in its entirety in capital surplus or earned surplus.
The company shall append to each account which it is not practicable to
segregate the words “ prior to * * *” , (naming the effective date of
this system of accounts). The accounts so designated shall be carried
until the balances therein shall have been segregated into capital surplus
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and earned surplus. In such case, the surplus in accounts 190 and 191
shall be designated" Capital surplus since * * * ” and "Earned surplus
since * * *” (naming the date one day prior to such effective date).
The above-mentioned designations shall be carried until the prior surplus
has been entirely segregated into capital surplus and earned surplus,
whereupon the words appended to accounts 190 and 191 shall be omitted
and the account for prior surplus shall be closed. The foregoing instruc
tions are not intended to prohibit charges to such unsegregated surplus if
such charges are applicable to the period prior to the effective date o f this
system of accounts.
B. Within 90 days after the date this system o f accounts becomes
effective as to any company, such company shall submit a transcript o f its
surplus account or accounts covering the entire period from inception to
the effective date of this system of accounts, showing in detail the nature
and amount of debits and credits, respectively, and the balance in the
account at the close of each specified year. The transcript shall be accom
panied by a summary statement in which debits and credits for the entire
period covered by the transcript have been classified according to their
nature, and summarized to show the aggregate amount o f each class as
well as the aggregate amount o f debits and credits, respectively, for the
period, and the resulting balance in the account at the effective date o f
this systm of accounts. The right is reserved to require any additional
data with respect to the details of surplus acquired from merged, consoli
dated, or other predecessor companies.
C . In a footnote to the summary statement, the company shall show
the amount of unrealized appreciation, if any, included in the balance in
the account; if none is included, the footnote shall so state.
15. Consolidated Statements.
The company shall keep its records in such manner that it can report
with respect to any account affected the amount included therein relating
to companies which are (a) consolidated, and (b) not consolidated, in the
consolidated statements of the company.
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I nvestm ents

100. Investment Securities and Advances.
This account shall include the book cost of investments in other com 
panies, except such as may be includible in account 101, “ Miscellaneous
investments.”
Include in this account the book cost of investments in com mon stocks,
preferred stocks, bonds, notes, and other obligations, issued or assumed by
such companies, and also the amount of advances to them on open account
not subject to current settlement.
Records shall be maintained in such manner that the company can report
separately the amount of investments in, and advances to, (a) subsidiaries,
majority owned, which are (1) consolidated, (2) not consolidated in the
consolidated balance sheet of the company; (b) investments in other statu
tory subsidiaries; (c) investments in other associate companies; and (d)
investments in other companies. (Note general instructions 3D and 3L.)
Records supporting the entries to this account shall be kept to show the
book cost o f each of the following kinds o f investment in each company,
except where it is not possible to segregate the book cost of investments
acquired prior to the effective date of this system of accounts:
(a) Common stocks (by classes).
(b) Preferred stocks (by classes).
(c) Bonds (by classes).
(d) Other secured obligations (specified).
(e) Unsecured notes.
(f) Advances on open account.
The records shall further show with respect to a specified investment such
applicable particulars as (a) designation o f issue, (b) number of shares or
units, (c) par, face, or principal amount, (d) dates of issue and maturity,
(e) interest or dividend dates, (f) rate o f interest or dividend, and such
additional information as may be essential to the identification o f the
investment.
N ote .— For the basis of charges to this account on and after the effective date of this
system of accounts see general instruction 8.

101. Miscellaneous Investments.
This account shall include the book cost o f investments which are not
includible in account 100, “ Investment securities and advances.”
10
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Include in this account the book cost of real estate, securities of com 
panies in receivership or bankruptcy, special deposits o f cash for more than
1 eyar when made primarily to secure an interest return, office furniture
and miscellaneous equipment, net cash surrender value of insurance on
lives o f officers when the company is the beneficiary o f such insurance, and
other miscellaneous investments.
Appropriate subaccounts shall be maintained for each class of investment.
N o te A .— For the basis of charges to this account on and after the effective date of
this system of accounts see general instruction 8.
N o te B.— This account shall not include securities issued or assumed by the account
ing company and owned by it, whether held in its treasury, in sinking or other special
funds, or pledged as collateral.
O r g a n iz a t io n

105. Organization.
This account shall include expenditures incident to incorporation or
other form of organization of the company.
Include in this account fees paid for the privilege of incorporation; legal
and office expense incident to organizing the company; cost of stock and
minute books and corporate seal; cost of preparing and filing amendments,
to the certificate o f incorporation; and special counsel and other fees and
expenses in mergers, consolidations, and reorganizations.
The balance in this account may be amortized by regular charges to
income or written off to earned surplus, or disposed o f in such other manner
as the Commission may approve.
N o te A .— This account shall not include discounts upon securities issued or assumed;
costs incident to negotiating loans, selling bonds or other evidence of debt; or discount,
commissions and expense incident to the authorization, issuance and sale of capital
stock.
N o te B.— W hen charges are made to this account for expenses in mergers, consoli
dations, or reorganizations, amounts previously included in this account on the books
of the various companies shall not be carried over.
N ote C .— W ith respect to any existing company this account shall include expendi
tures of the nature indicated which are included in the assets of the company at the
effective date o f this system of accounts.
S p e c ia l F u n d s

106. Sinking Funds.
This account shall include the amount o f cash, the book cost o f securi
ties o f other companies, the par or face amount o f securities issued or
assumed by the company, and the book cost of other assets which are
held by trustees or by the com pany’s treasurer in a distinct fund for the
purpose of redeeming outstanding obligations.
A separate account shall be maintained for each sinking fund under a
title which shall designate the obligation in respect of which the fund was
created.
N o t e .— See note under account 130, “ Reacquired capital stock” and account 131,
“ Reacquired funded debt.”
87891°—36----- 3
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107. M iscella n eou s Special F u n ds.
This account shall include the amount of cash, the book cost o f securities
o f other companies, the par or face amount o f securities issued or assumed
by the company, and the book cost o f other assets which have been spe
cifically set aside for purposes not provided for elsewhere. A separate
subaccount shall be provided for each fund.
N o t e .— See note under account 130, “ Reacquired capital stock” and account 131,
“ Reacquired funded debt” ; see also account 111, “ Special cash deposits.”
S u b s c r ib e r s t o

C a p it a l S t o c k

108. Subscribers t o C apital S tock .
T his account shall include the amount charged to subscribers to capital
stock at the time subscriptions are accepted. Concurrently there shall be
credited to account 151, “ Capital stock subscribed” , the par or stated
value of the stock subscribed, or the agreed purchase price in the case o f
stock without par or stated value. The difference between the amount
charged subscribers and the amount credited to account 151, “ Capital
stock subscribed” , shall be debited or credited as may be appropriate to
account 120, “ Discount on capital stock” , or account 190, “ Capital surplus.”
Payments made by subscribers shall be credited to this account.
N o t e .— Such records shall be kept in support of the entries to this account as will
disclose, in respect of each issue of stock, the identity of subscribers, the date and amount
of each subscription, the date that each payment is due and the date paid, and the nature
of the consideration received in payment.
C u r r e n t A ssets

110. Cash.
This account shall include the amount o f current funds available for use
on demand in the hands o f financial officers and agents, or deposited in
banks or trust companies.
111. Special C ash D ep osits.
This account shall include the amount o f cash on special deposit, (other
than in sinking funds or other special fund accounts as elsewhere provided),
to pay interest, dividends, and other debts, when such payments are due
one year or less from date of deposit; the amount o f cash deposited to insure
the performance o f contracts to be performed within 1 year from date
o f deposit; and other cash deposits o f a special nature not provided for
elsewhere. This account shall include also cash realized from the sale of
the company’s securities and deposited with trustees to be held until dis
bursed for the purposes for which the securities were sold; provided that
cash so held until disbursed for such purposes, including cash held for
redemption of securities, shall be included in account 107, “ Miscellaneous
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special funds” , unless the liability for the disbursement is included under
current liabilities.
This account shall be subdivided as follows:
(a) Interest special deposits.
(b) Dividend special deposits.
(c) Miscellaneous special deposits.
N o t e A .— Cash on deposit in special accounts where the funds are available for the
current requirements of the company shall be included in account 110, “ Cash.”
N o te B.— Tim e deposits of cash for a period longer than 1 year when made pri
marily to secure an interest return shall be included in account 101, “ Miscellaneous
investments.”
Other deposits of cash for a period longer than 1 year shall be included
in account 107, “ Miscellaneous special funds.”
N o te C .— W hen payments of interest on bonds or other securities are made to
fiscal agents to be disbursed by such agent and the company the amount of the payment
may be charged to the appropriate interest accrued account and not to this account.
N o te D .— W hen the total amount of any dividend is deposited by the company
with its stock transfer agent (or other paying agent) to be disbursed by such agent,
the amount of the dividend so deposited m ay be charged directly to account 165,
“ Dividends declared” , and not to this account.

112. Tem porary Cash Investments.
This account shall include the book cost o f securities acquired for the
purpose of temporarily investing cash, such as demand and time loans
for 1 year or less including certificates of deposit, bankers’ acceptances,
United States Treasury bills, and other marketable securities readily
convertible into cash.
N o te A .— Securities issued or assumed by the company shall not be included in
this account.
N o te B.— Investments in securities of other companies shall be included in the appro
priate investment account unless such securities were purchased with intention to sell
within 1 year from date of purchase, and have been held less than 1 year.

113. Notes Receivable.
This account shall include the book cost not includible elsewhere, o f all
collectible obligations in the form of notes receivable and other similar
evidences (except interest coupons) of money receivable on demand or
within a period of time not exceeding 1 year from date of issue.
N o te A .— Records supporting the entries to this account shall be so kept that the
company can report the amount of notes receivable from (a) associate companies and
(b) others.
N o te B.— Notes evidencing investment advances to other companies shall be in
cluded in the appropriate investment account.
N o te C .— I f the retention in this account of a note or other obligation is not justified
by the current asset position of the obligor, it shall be charged to the appropriate invest
ment or other account.
N o t e D .— Notes discounted, sold, or transferred, when not transferred without
recourse, shall be separately accounted for.
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114. Accounts Receivable.
This account shall include amounts currently due the company on open
accounts.
N ote A .— Records supporting the entries to this account shall be so kept that the
company can report the amount o f accounts receivable from (a) associate companies
and (b) others.
N ote B.— I f amounts currently due are not actually paid within ninety days of their
due date, they shall be transferred to the appropriate investment or other account.

115. Accrued Interest Receivable.
This account shall include the amount o f interest accrued on bonds, notes,
deposits, open accounts, and other interest bearing obligations owned.
N ote A .— Records supporting the entries to this account shall be so kept that the
company can report the amount of interest receivable from (a) associate companies
and (b) others.
N ote B.— Interest which is not subject to current settlement shall be included in the
account in which is carried the principal on which the interest is accrued.

N ote C .— This account shall not include interest on securities issued or assumed by
he company and held by or for it, whether held in its treasury, in sinking or other
special funds, or pledged as collateral.

116. Dividends Receivable.
This account shall include the amount o f dividends declared on stocks
owned, but unpaid at the date of the balance sheet. Dividends shall not
be included in this account before they are declared.
N ote A .— Records supporting the entries to this account shall be so kept that the
company can report the amount of dividends receivable from (a) associate companies
and (b) others.
N ote B.— This account shall not include dividends on stocks issued or assumed by
the company and held by or for it, whether held in its treasury, in sinking or other
special funds, or pledged as collateral.

117. O ther Current Assets.
This account shall include all current assets which are not includible in
the foregoing current asset accounts. Include herein such items as rents
receivable, materials and supplies, and working funds. A n appropriate
subaccount shall be kept for each class of assets.
C a p i t a l S t o c k D is c o u n t a n d

E xpen se

120. Discount on Capital Stock.
This account shall include all discounts suffered in connection with the
issuance and sale of capital stock. Records supporting the entries to this
account shall be kept to show the discount on each class and series of
capital stock.
Discount on capital stock may be offset or reduced by charges to capital
surplus to the extent that net gain from reacquisition and resale of, and
premium and assessments on, capital stock are included therein.
A debit balance in this account may be charged to capital surplus to
the extent indicated in the preceding paragraph, or it may be written o ff
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to earned surplus or amortized by charges to income. Credits made to
this account for amortization shall be concurrently charged to account
255, “ Miscellaneous amortization charges to income.”
When an issue of capital stock originally sold at a discount, or any part
thereof, is reacquired, there shall be credited to this account the amount
o f discount applicable to such stock reacquired and concurrent charge
made to capital surplus to the extent indicated in the second preceding
paragraph, any excess thereof to be charged to earned surplus.
N ote.— No discount on capital stock shall be included as a part of the cost o f acquiring
any property or security.

121. Commissions and Expense on Capital Stock.
This account shall include commissions and expense incurred in con
nection with the issuance and sale o f first and subsequent issues of capital
stock. Records supporting the entries to this account shall be kept to
show commissions and expense on each class and series o f capital stock.
The expense chargeable to this account shall include all such expenses not
includible in account 105, “ Organization.”
Commissions and expense relating to capital stock may be offset or
reduced by charges to capital surplus to the extent that net gain from
reacquisition and resale of, and premium and assessments on, capital stock
are included therein.
A debit balance in this account may be charged to capital surplus to the
extent indicated in the preceding paragraph, or it may be written off to
earned surplus or amortized by charges to income. Credits made to this
account for amortization shall be concurrently charged to account 255,
“ Miscellaneous amortization charges to income.”
When an issue o f capital stock, or any part thereof, is reacquired there
shall be credited to this account the amount of commissions and expense on
original sale, if any, applicable to such stock reacquired and concurrent
charge made to capital surplus to the extent indicated in the second pre
ceding paragraph, any excess thereof to be charged to earned surplus.
N ote.— No commissions and expense on capital stock shall be included as a part of
the cost of acquiring any property or security.
D eferred

C harges

125. Prepayments.
This account shall include amounts representing prepayments. The
account shall be kept in such manner as to disclose the balance in each of
the following classes: (a) Taxes, (b) Insurance, (c) Interest, (d) Rents,
and (e) Miscellaneous. This account shall be credited and the appropriate
account charged in such manner as to distribute the amount o f the prepay
ment over the term to which applicable. M inor prepayments may be
charged direct to final accounts.
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126. U n a m o r tized D e b t D is c o u n t and E xpense.
This account shall include the total of the debit balances, o f those accounts
having debit balances, of the discount, expense, and premium accounts for
all classes and series of funded debt.
A separate discount, premium, and expense account shall be maintained
to include both discounts suffered and premiums realized together with
expenses incurred, in connection with the issue and sale o f each class and
series o f funded debt issued or assumed by the company.
Discount and expense incurred in connection with the issue and sale of
funded debt shall be amortized by the consistent application of a rule by
which the entire amount of discount and expense pertaining to any issue
shall be amortized through such regular charges to income as will equitably
distribute the balance thereof during the life of such issue, unless the com 
pany elects to charge the amount of the unamortized portion thereof to
earned surplus.
When an issue of funded debt, or any part thereof, is retired prior to
maturity and not in connection with a refunding operation any remaining
balance of unamortized discount and expense pertaining thereto shall be
charged to earned surplus.
When an issue o f funded debt, or any part thereof, is refunded and at the
date of refunding there is a balance o f unamortized discount and expense
relating thereto the amount of such balance together with any premium
paid in retiring the debt shall be charged to earned surplus, or amortized
in accordance with such rules, regulations, or orders as the Commission
may issue.
Amounts credited to this account for amortization shall be concurrently
charged to account 251, “ Amortization of debt discount and expense.”
N ote .— N o discount and expense on funded debt shall be included as a part of the
cost of acquiring any property or security.

127. O th e r D e fe rr e d C harges.
This account shall include all deferred charges not provided for elsewhere.
Include in this account such items as the following: Items in suspense
which cannot be cleared and disposed o f until additional information is
received; amounts paid for options pending final disposition; the cost of
preliminary surveys, plans, investigations, valuations, inventories, and
appraisals made in connection with contemplated acquisition or sale of
securities or properties; and other analogous items the proper and final
disposition o f which is uncertain.
When the proper disposition o f any item included in this account is
determined the amount thereof shall be credited to this account and con
currently charged to the appropriate account. Extraordinarily large
items may be amortized over such period as the company may determine
to be proper, provided, however, that the amortization of any item over
a period longer than 1 year shall be subject to such rules, regulations, or
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orders, if any, as the Commission may issue with respect to the amortization
thereof.
Records supporting the entries to this account shall be kept in such
manner that the company can furnish full particulars concerning any
item.
R e a c q u i r e d S e c u r it i e s

130. Reacquired Capital Stock.
This account shall include the par value o f capital stock issued or assumed
by the company and reacquired by it and held uncanceled, except reac
quired stock which is to be held in sinking or other funds. Stock without
par value shall be included in this account at the proportionate amount
at which the particular class and series o f stock is included in account 150,
“ Capital stock.”
The difference between the amount at which capital stock is included
in this account and the amount paid by the company for such stock, in
cluding commissions and expense in connection with the reacquisition,
shall be credited or debited at the time of reacquisition to account 190,
“ Capital surplus” , provided, however, that the excess of a debit over the
amount o f accumulated net gains included in capital surplus arising from
reacquisition or resale of capital stock shall be charged to earned surplus.
When reacquired capital stock is sold the difference between the amount
at which such stock is included in this account and the net sale price real
ized shall be disposed of as provided in the preceding paragraph.
Records supporting the entries to this account shall be maintained to
show particulars concerning each class and series of stock included therein.
N o t e .— T h e adjustment to par or book liability o f capital stock reacquired for sink
ing and other special funds shall be recorded at date of reacquisition as provided in the
second paragraph of this account.

131. Reacquired Funded Debt.
This account shall include the face amount o f funded debt of the company
reacquired and held uncanceled, except funded debt held in sinking or
other funds.
The difference between the face amount o f bonds or other funded debt
included in this account and the amount paid by the company for such
securities, including commissions and expenses paid in connection with the
reacquisition, shall be credited or debited to account 305, “ Other credits
to earned surplus” or account 315, “ Other debits to earned surplus” as
may be appropriate. Concurrently the portion o f unamortized premium,
discount, and expense relating to the funded debt reacquired shall be
credited or debited as appropriate to account 305, “ Other credits to earned
surplus” or account 315, “ Other debits to earned surplus.”
W hen reacquired bonds or other funded debt is resold by the company,
the face amount of the securities shall be credited to this account, and the
difference between such amount and the net sale price realized shall be
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credited or debited to account 305, “ Other credits to earned surplus” or
account 315, “ Other debits to earned surplus” , as appropriate; provided
that in case of the sale of a substantial amount of reacquired funded debt
at less than face amount so much of such discount as the Commission may
approve may be charged to account 126, “ Unamortized debt discount
and expense” , and amortized over the remaining life o f such debt.
Records supporting the entries to this account shall be maintained to
show particulars concerning each class and series o f funded debt reacquired.
N ote .— T he adjustment to par or face amount of funded debt reacquired for sinking
and other special funds shall be recorded at date of reacquisition as provided in the
second paragraph of this account.

LIABILITY A N D OTHER CREDIT A C C O U N T S
S tock

150. Capital Stock.
This account shall include the total par value, the stated or assigned
value, or (in case of stock without par or assigned value) the money value
o f the consideration received, in respect o f capital stock or other form of
proprietary interest in the company which has been issued to bona fide
purchasers and has not been reacquired and canceled. Appropriations
of surplus which have been transferred to nonpar stock account shall also
be included. The amount of the consideration received for stock in excess
o f the amount credited to this account shall be credited to account 190,
“ Capital surplus.”
A separate subaccount shall be maintained for each class and series of
stock showing the number o f shares authorized by the articles o f incorpora
tion and amendments thereto, the number o f shares issued, the number
reacquired and canceled, the number outstanding, and the book liability
therefor.
When capital stock is retired and canceled this account shall be charged
with the amount at which such stock is carried in this account. In the case
of nonpar stock the amount to be charged hereto shall be the proportion,
applicable to the reacquired shares immediately prior to reacquisition,
of the total book liability included herein of actually outstanding shares of
the particular class and series o f stock o f which the reacquired shares
are a part.
151. Capital Stock Subscribed.
This account shall include the par or stated value o f stock subscribed,
or the agreed purchase price in case o f stock without par or stated value.
This account shall be charged when the subscriber has paid his sub
scription in full and is entitled to receive certificates representing the
shares subscribed. Forms o f proprietary interest other than capital
stock shall be accounted for in a similar manner.
A separate subaccount shall be maintained for each class of stock.
L o ng -ter m D ebt

152. Funded Debt.
This account shall include the total face amount of debt, including bonds,
notes, certificates and other evidences o f indebtedness, issued or assumed
by the company maturing more than 1 year from date o f issue, and which
19
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have not been reacquired and canceled. This account shall include re
ceiver’s certificates.
A separate subaccount shall be maintained for each class and series of
funded debt showing the amount authorized, the amount issued, the
amount reacquired and canceled, the amount outstanding, the date o f
issue, date o f maturity, interest dates, and rate of interest.
N ote.— Advances from associate companies including advances represented by notes
(except such as may be properly includible in current liabilities) shall be included in
account 153, “ Advances from associate companies.”

153. Advances From Associate Companies.
This account shall include the face amount o f notes owing associate
companies, and the amount of credit balances in open accounts owing
such companies, other than notes and credit balances in current accounts
properly includible in current liabilities.
154. O ther Long-Term Debt.
This account shall include the face amount o f judgments, advances from
nonassociate companies and individuals not classable as current liabili
ties, and other long-term debt not elsewhere provided for. This account
shall not include debt represented by evidences of indebtedness includible
in account 152, “ Funded debt” .
C u r r e n t L i a b il it ie s

160. Notes Payable— Banks.
This account shall include the face amount o f evidences o f indebtedness
to banks issued or assumed by the com pany (except interest coupons),
which are payable on demand or not more than 1 year from date of issue.
161. O ther Notes Payable.
This account shall include the face amount of evidences o f indebted
ness to other companies and individuals issued or assumed by the com 
pany (except interest coupons) which are payable on demand or not
more than 1 year from date of issue.
N ote.— Records supporting the entries to this account shall be so kept that the com
pany can report the amount of notes payable to (a) associate companies and (b) others.

162. Accounts Payable.
This account shall include the amount of unpaid vouchers, accrued pay
rolls, and other items currently due to creditors.
N ote.— R ecords supporting the entries to this account shall be so kept that the com
pany can report the amount of accounts payable to (a) associate companies and (b)
others.

163. Accrued Interest on Funded Debt.
This account shall include the amount of unpaid interest accrued to the
date o f the balance sheet on actually outstanding indebtedness included in
account 152, “ Funded debt.”
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Records supporting the entries to this account shall be maintained to
show the amount of unpaid interest accrued on each class and series of
funded debt.
N ote .— T his account shall be so kept that the company can report separately the
amount of any matured interest unpaid.

164. O ther Accrued Interest.
This account shall include the amount o f unpaid interest accrued to the
date of the balance sheet on advances from associate companies, and on
other interest-bearing obligations except funded debt.
N ote A .— Records supporting the entries to this account shall be so kept that the com
pany can report the amount of accrued interest on obligations payable to (a) associate
companies and (b) others.

N ote B.— This account shall be so kept that the company can report separately the
amount of any matured interest unpaid.

165. Dividends Declared.
This account shall include the amount o f dividends declared on actually
outstanding stock but unpaid at the date o f the balance sheet.
166. Accrued Taxes.
This account shall include the amount o f unpaid taxes accrued.
A subaccount shall be maintained for each kind of tax.
167. O ther Current Liabilities.
This account shall include all liabilities of a current character not pro
vided for in accounts 160 to 166, inclusive. A n appropriate subaccount
shall be kept for each class of liabilities.
D eferred

C r e d it s

170. Premium on Funded Debt.
This account shall include the total o f the credit balances, o f those
accounts having credit balances, o f the discount, expense and premium
accounts for all classes and series of funded debt.
A separate discount, expense and premium account shall be maintained
to include both discounts suffered and premiums realized, together with
expenses incurred in connection with the issue and sale of each class and
series of funded debt issued or assumed by the company.
Premium realized in connection with the issue and sale o f funded debt
shall be amortized by the consistent application of a rule by which the
entire amount o f premium pertaining to any issue shall be amortized
through such regular credits to income account 252, “ Amortization of
premium on debt— Credit” , as will equitably distribute the balance thereof
during the life of such issue.
When an issue of funded debt, or any part thereof, is retired prior to
maturity and not in connection with a refunding operation any remaining
balance o f premium pertaining thereto shall be credited to earned surplus.
When an issue of funded debt, or any part thereof, is refunded and at the
date o f refunding there is a balance o f unamortized premium relating

22

SECURITIES AND EXCHANGE COMMISSION

thereto, the amount of such balance shall be credited to earned surplus, or
otherwise disposed of in accordance with such rules, regulations, or orders,
as the Commission may issue.
171. O ther Deferred Credits.
This account shall include the total o f credit balances in suspense accounts
not otherwise provided for which cannot be properly disposed o f until
additional information is received.
Records supporting the entries to this account shall be kept in such man
ner that the company can furnish full particulars concerning any item.
R eserves

180. Reserve for Depreciation.
It is the purpose o f the reserve to accumulate during the useful life of
physical property an amount sufficient to write off the book cost, plus cost
o f removal, less salvage, of all classes of depreciable property included in
account 101, “ Miscellaneous investments.”
Credits to this account shall be made in such way that operations of each
year shall bear a proportionate share of the burden.
Debits shall be made in such way as to accomplish the purpose stated.
T o the extent that credits are made to this account such amounts shall be
included in account 229, “ Depreciation.”
Any balance which, at the effective date of this system of accounts, the
company may be carrying in retirement or depreciation reserves with
respect to its property, shall be transferred to this account and used for
the purposes herein provided, subject to such ultimate disposition as the
Commission may direct in respect of any excess thereof not required for
such purposes.
181. Reserve for D oubtful Notes and Accounts.
This account shall be credited with such amounts as may be charged to
account 230, “ Doubtful notes and accounts” , to provide for uncollectible
items included in accounts 113 and 114. There shall be charged to this
account any amounts covered thereby which have been found to be im
practicable of collection. Any amounts which have been written off
through charges to this account and subsequently collected shall be cred
ited to this account.
N ote.— If this reserve account is not maintained amounts included in accounts 113
and 114, which have been found to be uncollectible, shall be charged to expense ac
count 230, “ Doubtful notes and accounts.”

Subsequent recovery of any amount

charged off shall be credited to the same account.

182. Reserve for Adjustm ent o f Assets Acquired in Reorganization.
This account shall include the balance of the excess of assets acquired over
the par value of the company’s capital stock plus its debts, in respect o f
assets acquired in reorganization under circumstances set forth in general
instruction 9, which states the purposes for which debits and credits may
be made to this account.
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183. O ther Reserves.
This account shall include the total of the balances in such reserves as are
maintained by the company in addition to reserves elsewhere specifically
provided.
A subdivision of this account shall be provided for each reserve, the title
of which shall indicate the purpose for which the reserve is maintained.
The records pertaining to each reserve shall be kept in such manner that
the company can readily furnish information in respect of the charges and
credits made thereto during each fiscal year.
Surplus

190. Capital Surplus.
This account shall include all surplus arising from sources other than
those classifiable under earned surplus accounts. (Note general instruc
tion 14.)
Subaccounts shall be maintained as follows:
(a) Paid-in surplus.
This subaccount shall include such items as amounts paid in for capital
stock over amounts credited to account 150, “ Capital stock , in respect of
such stock; surplus arising from donations of the company’s stock by
stockholders, or from a reduction of the par or stated value of the com 
pany’s stock; net gains from the reacquisition or resale of the com pany’s
stock; and debt of the company forgiven by stockholders.
(b) Other capital surplus.
This subaccount shall include capital surplus arising from sources other
than those enumerated under subaccount (a), “ Paid in surplus.”
191. Earned Surplus.
This account shall include the balance in earned surplus account.
(Note general instruction 14.)
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Income

200. Dividends.
This account shall include the revenues derived by the company from
dividends on stocks of other companies the investment in which is in
cluded in account 100, “ Investment securities and advances.” Divi
dends shall not be credited to this account before they have been paid or
declared.
Records shall be maintained in such manner that the company can
report separately the amount of revenue from dividends on stocks of (a)
subsidiaries, majority owned, which are (1) consolidated and (2) not
consolidated in the consolidated income account of the company, (b)
other statutory subsidiaries, (c) other associate companies, and (d) other
companies. (Note general instructions 3D and 3L.)
N ote A .— A t the option of the company, a dividend received in stock of a paying
company may be included in income or surplus, as appropriate, to the extent that
such dividend is declared from earnings subsequent to acquisition by the company of the
stock in respect of which the dividend is paid; provided, however, that such dividend
shall not be included in income or surplus at a greater amount than charged by the
paying company to its income and/or earned surplus account, and provided further,
that if the stock dividend is received on stock of a company not included in the con
solidated accounts of the receiving company and such stock is dealt in on any exchange
or market, the amount included in income or surplus for such dividend shall not be
greater than the amount charged by the paying company to its income and/or earned
surplus account or the market value of the stock received, whichever is less.

A divi

dend in stock of a paying company shall not be included in income if such dividend is
paid from sources other than income and/or earned surplus of the paying company.
I f a particular class of stock received as a dividend is not taken up as income as pro
vided in the preceding paragraph, such dividend shall not be charged to investments
or credited to income or surplus at any value at the time such dividend is received.
Proceeds realized from subsequent sale or disposal of the stock so received as a dividend
or of the stock in respect of which the dividend was paid, shall be accounted for as
appropriate, proper credit being given in the investment account for the proportion
of the book cost applicable to the shares sold or disposed of.

Any profit or loss resulting

from the transaction shall be credited or debited to the appropriate account in income
or earned surplus, as profit or loss, as the case may be, from sale of investments.

(See

accounts 204, 301, and 311.)

N ote B.— Dividends on stocks of other companies held in sinking or other special
funds shall be credited to account 203, “ Income from sinking and other special funds.”

N ote C .— Dividends from earnings of the paying company prior to acquisition by the
accounting company of the stock in respect of which the dividend was paid shall not be
taken up as income or surplus but shall be treated as a distribution of capital.
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N ote D .— This account shall not include dividends on stocks issued or assumed by
the accounting company and owned by it, whether held in its treasury, in sinking or
other special funds, or pledged as collateral.

201. Interest.
This account shall include interest on bonds, notes, and other evidences
o f indebtedness of, and advances to, companies, the investment in which is
included in account 100, “ Investment securities/and advances.” Interest
shall not be credited to this account before actual collection, unless its pay
ment is reasonably assured by past experience, guaranty, anticipated pro
visions, or otherwise.
Records shall be maintained in such manner that the company can re
port separately the amount of revenue from interest on investments in (a)
subsidiaries, majority owned, which are (1) consolidated and (2) not con
solidated in the consolidated income account o f the company, (b) other
statutory subsidiaries, (c) other associate companies, and (d) other com 
panies. (Note general instructions 3D and 3L.)
N ote A .— Interest on securities of other companies held in sinking or o ther special
funds shall be credited to account 203, “ Income from sinking and other special funds.”
N ote B.— This account shall not include interest on securities issued or assumed by
the accounting company and owned by it, whether held in its treasury, in sinking or
o ther special funds, or pledged as collateral.

202. Income From Miscellaneous Investments.
This account shall include income from securities and other investments
carried in account 101, “ Miscellaneous investments.”
N ote A .— Income from securities of other companies held in sinking or other special
funds shall be credited to account 203, “ Income from sinking and other special funds.”
N ote B.— This account shall not include interest or dividends on securities issued or
assumed by the accounting company and owned by it, whether held in its treasury, in
sinking or other special funds, or pledged as collateral.

203. Income From Sinking and O ther Special Funds.
This account shall include the income from cash, securities o f other
companies, and other assets held in sinking or other special funds.
N ote A .— N o dividends or interest on securities issued or assumed by the company
shall be credited to this account.
N ote B.— I f income is required to be retained in the fund and the fund is required
to be represented by a reserve, the amount of such accretions to the fund shall be charged
to account 260, “ Income appropriated to sinking and other special fund reserves” , or
to account 313, “ Surplus appropriated to reserves” , and the appropriate fund reserve
correspondingly credited.

204. O ther Income.
This account shall include all other income o f the company not pro
vided for in accounts 200 to 203, inclusive, such as interest and dividends
on temporary cash investments, interest on current open accounts, profit
(or loss) on sale o f temporary cash investments, profit (or loss) from

UNIFORM SYSTEM OF ACCOUNTS
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foreign exchange transactions, cash discounts not otherwise applied, and
other miscellaneous items of income.
N ote.— This account shall not include interest or dividends on securities issued or
assumed by the company and owned by it, whether held in its treasury, in sinking or
other special funds, or pledged as collateral.
E xpenses

G eneral N ote.— R ecords supporting the charges to each expense account shall be
kept in such manner that the company can, if so required, report separately the amount
of charges included therein representing transactions with (a) associate companies, (b)
affiliates other than associate companies, and (c) companies, firms, or individuals,
that are neither associate companies nor affiliates.

210. Salaries.
This account shall include the pay of all persons in the regular employ
o f the company.
Include in this account the pay of officers, their assistants, attorneys, engi
neers, accountants, clerks, stenographers, typists, messengers, telephone
operators, and all other employees.
Records supporting the charges to this account shall be kept in such
manner as to show the identity, title o f position, and salary, of each
employee included herein.
N ote.— Special fees paid for legal or other professional service rendered by per
sons outside the regular staff of the company are not includible in this account.

(See

accounts 213 and 217.)

211. Expenses o f Officers and Employees.
This account shall include expenses of officers and employees whose
salaries are charged to account 210, “ Salaries.”
Include in this account railway, automobile, and other transportation
service, meals, lodging and other incidental expenses, cost of meals inci
dent to overtime work, and other similar items.
212. Directors’ Fees and Expenses.
This account shall include fees, traveling and other incidental expenses
payable to directors of the company for attendance at board or committee
meetings.
This account shall be kept in such manner that the company can furnish,
if required, the amount of fees and the amount of expenses paid to each
director.
213. Legal Service.
This account shall include the cost of legal services rendered by persons
outside the company, including service companies.
Charge to this account fees, retainers, and expenses of counsel and attor
neys specially employed.
N ote.— Salaries and expenses of counsel and attorneys in the legal department of the
company shall be included respectively in account 210, “ Salaries” , and account 211,
“ Expenses of officers and employees.”
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217. O ther Professional Service.
This account shall include the cost of professional services (other than
legal service) rendered by persons outside the company, including service
companies.
Charge to this account fees and expenses of individuals or firms specially
employed for professional service, including engineering, tax, accounting
auditing, and other services.
N ote.— Salaries and expenses of regular employees shall be charged to account 210
“ Salaries” , and account 211, “ Expenses of officers and employees.”

218. Advertising.
This account shall include fees paid to advertising agents; cost o f printing,
publishing and distributing folders and other advertising matter; amounts
paid for the use of radio broadcasting facilities for advertising purposes
and cost of radio programs; and amounts paid for advertising through other
media.
N ote A .— N o amount for salaries and expenses of regular employees of the company
shall be included in this account.

N ote B.— The cost of publishing corporate and financial notices shall be charged to
account 228, “ Other expenses.”

219. General Office and O ther Rents.
This account shall include rental for space occupied in buildings for
general offices and other general purposes, vault and safety-deposit box
rents, and rentals for office and other equipment used for general purposes.
N ote.— Rentals for telephone and other communication equipment shall be charged
to account 220, “ Telephone and telegraph.”

220. Telephone and Telegraph.
This account shall include the cost o f telephone and telegraph service,
exclusive of salaries o f telephone, telegraph, and teletypewriter operators,
and other employees engaged in the operation o f communication equip
ment.
Include in this account amounts payable to telephone and telegraph
companies for local and long distance service, including charges for the use
o f private exchange switchboards, teletypewriters, leased or rented lines,
and other equipment regularly used by the company for communication
purposes.
N ote A .— Charges for the use of radio broadcasting facilities for advertising purposes
shall be charged to account 218, “ Advertising.”
N ote B.— Salaries of telephone, telegraph, and teletypewriter operators, and other
employees regularly engaged in the operation of communication equipment shall be
charged to account 210, “ Salaries.”

221. Stationery and Printing.
This account shall include the cost of stationery and printing, and
stationery supplies, except as provided for elsewhere.
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N o te A .— T h e cost of printing briefs and other legal papers shall be charged to
account 228, “ Other expenses” .

The cost of printing signs, posters, and other adver

tising matter shall be charged to account 218, “ Advertising.”
N ote B.— The cost of repairing typewriters, duplicating machines, multigraph m a
chines, and other office appliances shall be charged to account 222, “ Office furniture and
miscellaneous equipment expense.”

222. Office Furniture and Miscellaneous Equipment Expense.
This account shall include the cost of repairs to office furniture and equip
ment, including calculating machines, typewriters, duplicating machines,
multigraph machines, mimeograph machines, and other mechanical office
appliances; also cost o f repairs to automobiles and other miscellaneous
equipment used for general purposes.
This account shall include the cost of items having an expected life in
service of not more than 1 year and not included in account 101, “ Mis
cellaneous investments."
223. O ther Office Supplies and Expenses.
This account shall include the cost of office supplies and expenses not
chargeable to other accounts.
Include in this account the cost of light and power, fuel, heat, ice, clean
ing supplies, and towel service; postage, freight and express charges;
books, periodicals and newspapers; charts, maps; and other similar items;
also all office supplies not chargeable elsewhere.
N o t e .— N o amount for salaries and expenses of regular employees of the company
shall be included in this account.

224. Insurance.
This account shall include the cost of commercial insurance to protect
the company against losses and damages.
Include in this account premiums paid for fire, fidelity, casualty, bur
glary, public liability and property damage, employer’s liability, and other
forms of insurance coverage; and incidental expenses incurred in connec
tion with procuring insurance.
Recoveries from insurance companies for loss or damage shall be credited
to the account chargeable with the loss or damage.
N o te A .— N o amount for salaries and expenses of officers and employees in the regular
employ of the company shall be included in this account.
N ote B.— The cost (premiums paid, less cash surrender value) of insurance on lives
of officers and employees shall be charged to account 228, “ Other expenses” , when the
company is the beneficiary of such insurance. Premiums paid by the company for group
life insurance for employees shall also be charged to account 228, “ Other expenses.”

225. Dues and Memberships.
This account shall include, except as prohibited by rules, regulations, or
orders of the Commission, initial fees paid by the company for membership
in trade or other associations and annual or other periodic dues to such
associations for continuing membership therein; also, dues and membership
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fees assumed and paid by the company on behalf of employees for member
ship in technical societies or other professional organizations.
226. Contributions and Donations.
This account shall include contributions or donations by the company,
such as contributions or donations to community chests or other community
welfare organizations, and contributions or donations having a direct or
intimate relation to the welfare of its employees.
N o t e .— T h e records supporting the charges to this account shall be kept in a manner

to

show in respect of each contribution or donation, the identity of the organization,

institution, or person receiving the contribution or donation, the purpose thereof, and
the amount.

227. Corporate and Fiscal Expense.
This account shall include expense of holding meetings of stockholders,
cost o f publishing corporate, dividend, and redemption notices, fees of stock
transfer agents and registrars, fees and expenses of trustees and fiscal agents,
expense o f listing securities on stock exchanges, and other analogous items.
228. O ther Expenses.
This account shall include all operating expenses not provided for
elsewhere.
Include in this account the cost o f printing legal briefs and papers not
chargeable to other accounts, losses not covered by insurance or elsewhere
provided for, cost of insurance on lives of officers when the company is
the beneficiary of such insurance; premiums on group life insurance for
employees and other employees’ welfare expense; and other expenses not
properly chargeable to other accounts.
229. Depreciation.
This account shall include such amounts as are charged to operation for
depreciation of physical property included in account 101, “ Miscellaneous
investments.”
230. D oubtful Notes and Accounts.
This account shall include such charges as may be made to provide a
reserve for uncollectible notes and accounts classified as current assets.
Amounts thus charged shall be credited to account 181, “ Reserve for
doubtful notes and accounts.”
If a reserve for doubtful notes and accounts is not maintained, this
account shall include the amount written off in respect of notes and ac
counts classified as current assets which have proved inpracticable o f col
lection. If an item which has been written off through this account is
subsequently collected, the amount o f the collection shall be credited to
this account.
N o t e . — This account shall not include losses on notes and accounts included in in
vestments or charges to provide a reserve for such losses.
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240. Taxes.
This account shall include provision for Federal income, capital stock,
social security, and other Federal taxes; and State, county, municipal,
and other taxing district taxes, applicable to the period for which the
income account is stated. Taxes accrued through this account prior to
their payment shall be credited to account 166, “ Accrued taxes.”
This account shall be kept in such manner as to show the amount o f
each class of taxes.
N o t e .— Taxes in respect of interest on securities containing a tax-free covenant shall
be included in account 253, “ Taxes assumed on interest.”
O t h e r D e d u c t io n s F r o m

Income

250. Interest on Funded Debt.
This account shall include the current accruals o f interest on all classes
and series of funded debt included in account 152, “ Funded debt.”
N o te A .— This account shall not include interest on securities issued or assumed by
the company and owned by it, whether held in its treasury, in special deposits, in
sinking or other special funds, or pledged as collateral.
N o te B.— Interest expressly provided for and included in the face amount of obli
gations issued shall be charged at the time of issuance to balance sheet account 125,
“ Prepayments” , and cleared to this account as the term expires to which the interest
applies.

251. Am ortization o f Debt Discount and Expense.
This account shall include such proportion of the unamortized debit
balances in each discount, premium and expense account for actually
outstanding funded debt as is applicable to the period for which the income
account is stated.
252. Am ortization o f Premium on Debt-Credit.
This account shall include such proportion of the unamortized credit
balances in each discount, premium and expense account for actually
outstanding funded debt as is applicable to the period for which the income
account is stated.
253. Taxes Assumed on Interest.
This account shall include the amount o f taxes payable by the company
in respect o f interest on actually outstanding debt issued under mortgages,
trust deeds, or other agreements, which contain a tax-free covenant.
254. O ther Interest Deductions.
This account shall include all interest deductions other than interest on
funded debt.
Include in this account interest on notes payable, advances from other
companies, judgments, and other obligations in respect o f which interest is
payable.
N o t e .— Records supporting the charges to this account shall be kept in such manner
that the company can report the amount of interest deductions payable to (a) associate
companies and (b) others.
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255. Miscellaneous A m ortization Charges to Income.
This account shall include charges for amortization of discount, com 
missions and expense on capital stock when the company elects to amortize
such items through such regular charges to income as will equitably dis
tribute the amount thereof over a definite period. Include also such other
amortization charges as may be properly includible herein.
256. Provision for W riting-O ff Investments.
This account shall include such amounts as may be charged to income to
provide a reserve against which to write off the book cost of specific invest
ments. Charges made to this account shall be in accordance with a
definite plan for amortizing the book cost o f a specific investment over a
definite period. Amounts charged to this account shall be credited to an
appropriate reserve account.
257. O ther Deductions From Income.
This account shall include all items not provided for elsewhere properly
chargeable to income of the period for which the income account is stated.
A p p r o p r ia t io n s o f N e t I n c o m e

260. Income Appropriated to Sinking and O ther Special Fund
Reserves.
This account shall include amounts of income appropriated to sinking
fund and other special fund reserves, and accretions to such funds repre
senting interest or other returns on the assets therein.
N o t e .— Amounts charged to this account shall be concurrently credited to the appro
priate subaccount under account 183, “ Other reserves.”

261. O ther Appropriations o f Income.
This account shall include appropriations o f income for purposes not
provided for elsewhere.
Amounts charged to this account shall be concurrently credited to the
appropriate reserve account.
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E A R N E D SURPLU S A C C O U N T S
C r e d it s

300. N et Income Balance.
This account shall include the net balance resulting from closing at the
end of each fiscal year the income primary accounts 200 to 261, inclusive.
301. Profit From Sale o f Investments.
This account shall include profits (after deduction of taxes and other
related expense) realized from sale or disposal of investments included in
investment, sinking fund, or miscellaneous special fund accounts.
N o te A .— Profits realized from sale or disposal of investments which were acquired
and recorded in the company’s accounts under the circumstances set forth in general
instruction 9, “ Investments acquired in reorganization” , shall be accounted for as
provided therein.
N o te B.— Profits realized from the sale of temporary cash investments shall be
credited to account 204, “ Other income” .
N o te C .— The provisions of this account shall not apply to securities issued or as
sumed by the company and owned by it, whether held in its treasury, in sinking or
other special funds, or pledged as collateral.

305. O ther Credits to Earned Surplus.
This account shall include all credits to earned surplus not elsewhere
provided for.
The account shall be so kept that the company can readily furnish details
as to the nature and amount of each item credited to the account.
D e b it s

310. Dividend Appropriations o f Earned Surplus.
This account shall include the amount of earned surplus appropriated
for dividends declared on capital stock actually outstanding.
33
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This account shall be so kept as to show separately the amount o f dividends
on each class of stock.
If the dividend is not payable in cash, the consideration shall be de
scribed in the entry with sufficient particularity to identify it.
N o t e .— This account shall not include dividends on capital stock issued or assumed
by the company and owned by it, whether held in its treasury, in sinking or other special
funds, or pledged as collateral.

311. Loss From Sale o f Investments.
This account shall include losses sustained from the sale or disposal o f
investments included in investment, sinking fund, or other special fund
accounts, to the extent that such losses exceed the amount o f reserves
provided therefor or exceed amounts which may be properly chargeable
to capital surplus.
N o te A .— Losses sustained from sale or disposal of investments which were acquired
and recorded in the company’s accounts under the circumstances set forth in general
instruction 9, “ Investments acquired in reorganization” , shall be accounted for as
provided therein.
N o te B.— Losses sustained from the sale of temporary cash investments shall be charged
to account 204, “ Other income.”
N o te C .— The provisions o f this account shall not apply to securities issued or assumed
by the company and owned by it, whether held in its treasury, in sinking or other special
funds, or pledged as collateral.

312. Investments W ritten D o w n or W ritten Off.
This account shall include such amounts as may be credited to investment,
sinking fund, or other special fund accounts to write down or write o ff the
book cost of specific investments included therein to the extent that such
amounts have not been provided for in reserves, or are not properly charge
able to capital surplus.
Amounts charged to this account as well as amounts charged for the same
purpose to reserves or capital surplus shall be credited directly to the appro
priate investment or other account in which is included the book cost o f the
investment to which the charges relate. Charges and credits as contem
plated by this account shall not be made unless they represent a definitely
recognized loss. The account shall not be used to record fluctuations in the
market value of securities owned; charges made to provide a reserve for
this purpose shall be included in account 313, “ Surplus appropriated to
reserves.”
N o te A .— Losses sustained from sale or disposal of investments shall not be included
in this account.
N o te B.— The provisions of this account shall not apply to securities issued or assumed
by the company and owned by it, whether held in its treasury, in sinking or other
special funds, or pledged as collateral.

313. Surplus Appropriated to Reserves.
This account shall inclu de appropriations of earned surplus which are to
be set aside in special reserve accounts. Include amounts appropriated to
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sinking fund and other special fund reserves, and to other reserves main
tained by the company.
Amounts charged to this account shall be credited to appropriate reserve
accounts. Each entry in the account shall specify the particular reserve to
be credited.
315. O ther Debits to Earned Surplus.
This account shall include all other charges to earned surplus not else
where provided for.
The account shall be so kept that the company can furnish details as to
the nature and amount o f each item debited to the account.
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